INTERNAL REVENUE SERVICE Departaent of the Treasury
District Director

bate:  FEg 15 1994

Employer Identification Number:

4

Case Number:

Pergon to Contact.

Telephone Number:

Dear Applicant:

This 1 in reference to your application for exemption from
Federal income tax as an organization described in section
501(c)(3) of the Interpnal Revenue Code,

In a previous contact made with your organization, you were
informed that it was our opinion that you did not qualify for
exemption from Federal incowe tax as an organization described in
section 501 (c)(3) of the Code. We have previously informed you of
your rights of appeal in this matter and, {f you. were {n agreement
with our conclusions, we remicsted that you exesute an agreement
Form 6018, '

You have indicated your agreement to our conclusion that you
do not qualify for exemption from Federal income tax as an
organfzation described in section 501(c)(3) of the Code hy
executing and treturning the Consent to Proposed Adverse Action Form

6018,

Accordingly, we conclude that you do not qualify for
exemption from Federal income tax as an organization described in
section 501(c)Y(3) of the Code and, {urthermore, contributions made
to you are not decduct ible by the donors .or Federal income tax

purposes.

The appropriate state officials will Le notified of this
action as required by section 6104(c) of the Code.

Sincerely yours

District Director



INTERNAL REVENUE SERVICE
Distrlict Director

- Persou to Cohtact:
I

R .

Dear Taxpayer:

lucome tax as an orgaunizatliou described in sectlion H01(c)(3) of the

Ve have counsidered your application forzexamgtién from Federal
Internal Revenue Code of 1980. R

'

The Information submitted discloses that you were {ncorporated
under the Idaho Noupoflt Corporation Adt. Ve were unable to read

the date stamp s0 we are anst sure as of the Jdate of lucorporation.

Your Articles of lncorporation state your purposes as khe
following: .

A. To promote, eucourage, stimulate and foster amoug young women
in the _ area au interest in scholarship, pgysica%
fitness, the creative and performing arts, and poise and appearance
throught the award of educational scholarships to qualified

contestants of the | IIIIINIEBgGgoEEN ;¢ e year Scholarship
Pageaut;

B. To provide for the aduinistration, supervision, control and
conduct of the ﬁ Pageant;

C. To provide for th. the administration.”subervisiou, control
and payment of the college wcholarships; a

D. Charitable, religious, educational, or sclentific withiu the
meaning of Section 501(c)(3) of the:lnternal’Revenve Code of 19886,
as amended from time to time, Including,ifor such gurposes. the
making of distributions to organizations that qualify as exenpt
organizations under such Section 501(c)(3).:

E. To exercise all powers granted by-law.necessary aud proper to
carry out the above-stated purposes, including but not limited to
the power to accept donations of money, Eregq;}y. whether real or
personal, or any other thiug of value. othing -herein couga{qed
shall be deemed to authorize or permit th ation to carry ou
any business for profit, to exercise any P o1’ to Jdo any gct .
that a corporation formed under the Act,.oriany smendment thereto ot
substitute therefor, may not at that time lawfully carry on or do.

:
{
)
i
i
)




On the form 10273 you conpleted seaking &pplication, you list your
activities as an Aunval Scholarship program produced with
coutestants pet formiug for khe publie a8 well as the judpes.
Coutributinusslonations are soliclited fron local area resideuts to
provide scholarships 11 voluntear program s couducted by bthe
voluntenrs evacry spring You also lndicate that you will net use
professional fundraisers au! that all benefits will go towards

any/all youug woinen iu the 11th grade{u: I

On Schaedule Y ‘Attochment to form 1023) you {udicate that the
Judges of the contest will Jdetemine all reclpistits, wlth khe Viuuer
recelving SHENEEN; -t Runue: -up SHEEM; . the remainiug B conuers up
SHE; Spl:lt Awaid § . Scholastic Achievenut $ ;
Fituess SHEEE; Presceuce $ i Comp Il; Creative awnd
Performing Arts SHENEEN; ¥uslc Award” SHENEEEN and all giris SHEEEN

ﬁ&(ﬁ leut pageant.

[t appears as Lf you are couniug a b

de of 1986 Jescribes

: Section B0 (3 owf the Ihternq‘i'h )
ax under sectiou 501cad

certain orgaunlzatlious exempt from incon
aud reads, ln part, as follows:

"3y Corporations, aml any comunity-chast, fund, or foundation
organized and npetated excluvsively for reli{glous, charitable,
gelentifls, testiug for public safety, literary, or educatiounal
purposes, or to foster natloual or lntarnational awateur sports
compatition (hut ouly Lf no part of Lte activities luvolve bhe
provision of athletis facillities or equipment), or for the
preveution of cruelty to children or animals, uwo Yart uf the net
earnings of which luures bto the benefit of ‘any private shareholder
or indlvidual, uv substantial part of the activities of which is
carrylng ou propaganda, o. otherwise attempting, to iufluence
legislation, (except as otherwise provided in subsection (h)), and
which does not parctinipate lu, or intervene in {(iucludiug the
publishiug ot distr{bubing of statements), any political campalgn on
behalf of any candidate for public officer™

ébtion 5OL(c)(3) of the

The lucome Tax Regulatlous applic&bl ,
both organized and

E

3 Code provide dthat an organization nust be

| operated excluslvely for oue or more of the purposes specifled n

3 that section, [f it falls to meet either the organizationa. or the

operational test, it s not within the m "of the statute.

Mise Owotgla Scholarship Fund, Ine. v. Commissioner, 72 Tax Court
267 (1979 provides that an organization whose only activity was
awarding scholarships to contestants in a beauty pageaut dLd not
gqualify for exemption under section 501{(c)(3) of the Internal
Revenue Code  All coutestauts, as a“condition of receiviug a
scholarship, were required to slgn a contract tah obligated them to
ablde by pagemant rules {f selected to paticipate In the Miss Aner ica
Pageant.

A

4 The court concluded that the scholarships did not quallfy for
exeaption vnder sectiou 117 of the Code and the organization did uot

‘ quallfy Jor exemption uuder sectiou 501(ec)(3) of the Internal
Revenuve Code bLecause they were awarded 1n cobsideration of

contractual obligations. Sy e o




The Intormation presented in you applicatlion states that your
purpose is to promote iutast ilu scholarships, filtness, etc. 1o
order to receive the scholarship the coutestant must participates iu
the pageant. The amount of scholarship is basad upou how oue
fiulshes Lu the competition Based upon all of the above, {t appears

. APeatr S
that your scholarships are compensation to the contestauts and aot a
true scholarship.

Your orgauizaiton is not exenpt because your rwsources most Le

devoted ko a purpose that s axelusively charttable,

~ducatioual, ol
rellglous within the meaning of saction 501(c)(3) of Ehe Tunterual
Revenuve Code.

Accordlngly, Lt s bthe position of the luternal Reveune Servive
that vour organizatiou s not exnmgf Ftum Faxatlon under <ection
501¢cX (3> of the Tuterual Revenue (Code.

You are reguited to file
income tax ou form 1120

1f you are lu agreement with this proposed detarmiuation, we
request that you sign aud return form 601&. Please nots that the

lustructions for sigulug the fnrm are on the (everss of the form

I1f you are not lu agreemeunt with tLhis ptdeQA‘ determinat Lo,
please subait your position : giviug facts, law and any ot
ingglma+ion to support your pesition, uot later than Decsmber

9483

[

1{ vou have any questions, plesse coutact ae ot KNG

Stuncarely,






